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The annual meeting of shareholders will be 
held at the Commerce Hall, Commerce Court 
West, King and Bay Streets, Toronto, Ontario, 
on Tuesday, April 27, 1976, at 10:00 a.m. local 
time. 
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Before extraordinary items 
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S270 
36,731 
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11,843 
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177 
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854,000 
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$213,067 
14,058 
1,493 


$ 28,618 


$ 24,457 


$1.26 


17,143 
134 


239,640 


880,000 


Note: Figures for the utility operations in Alberta and British Columbia are included in natural gas 


utilities in 1975 and in oil and gas in other years. 
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Report to the shareholders 


In this, the first annual report of Norcen 
Energy Resources Limited, your direc- 
tors are pleased to present the Com- 
pany’s financial statements for the year 
ended December 31, 1975, and to 
review progress achieved. 


As a broadly based energy resource 
company in the final quarter of the 
20th century, Norcen and its share- 
holders can look forward to a period 
of major corporate activity. Energy, its 
discovery, production and marketing, 
is among the paramount consider- 
ations of the national and international 
communities and in this context 
Norcen has a front line role to play. 


Creditable performance 

The 1975 results for Norcen Energy 
Resources Limited reflect clearly the 
basic strength and quality of earnings 
that the diversification of the Company 
provides. Earnings available to com- 
mon shares before extraordinary items 
increased 20% from $24.4 million in 
1974 to $29.3 million in 1975 and 
earnings per share improved from 
$1.26 to $1.51. Allowing for extra- 
ordinary items, earnings per common 
share were $1.19 in 1974 and $1.20 in 
1975. Sales and other revenues for 
1975 were $479.1 million compared 

to $344 million in 1974. 


This gratifying performance was 
achieved despite a most difficult 
economic year for Canada, with a sub- 
stantial reduction in the growth of 
national product, crippling and lengthy 
labour strikes in a number of key 
resource industries and generally a 
disquieting climate for investment. 


Factors contributing to the favourable 
outcome for the year included: 


— amore realistic tax and royalty 
arrangement between the 
Federal and Alberta Governments 
resulting in higher wellhead 
returns; 


—amajor acquisition, Great Plains 
Development Company of 
Canada, Ltd.; 


— improved regulatory response 
facilitating pass through of higher 
costs; 


— a substantial price increase for 
metallurgical coal. 


Energy supplies, taxes and royalties 
Canada faces a domestic crude oil 
shortage resulting from declining pro- 
duction from proven reserves. 


Unless steps are taken now to reverse 
this trend, greater dependence will 
need to be placed on foreign supplies. 
The result could be a serious balance 
of payments deficit by as early as 1980. 


The National Energy Board’s report, 
“Canadian Natural Gas Supply and 
Requirements’, released in April 1975, 
confirmed that new reserves will have 
to be channelled to markets by the 
early 1980’s if shortages are to be 
avoided. In the interim period, careful 
management of presently established 
reserves will be required to avoid dis- 
location and interruption of service. A 
more recent Canadian Gas Association 
study suggests that for Canada east of 
Alberta, a relative balance of supply 
and demand will be maintained 
through 1978 with the addition of 

only a limited portion of future 
reserves. 


On both counts, oil and gas, everything 
possible should be done by govern- 
ments and industry in the short term to 
explore and develop reserves that can 


be brought on stream within a year or 
two. This will ease a possible crunch 
while awaiting frontier reserve 
deliveries. 


In our view, to achieve this early result, 
two potential courses of action com- 
mend themselves: 


(i) bringing into production pre- 
viously proven reserves which 
have yet to be considered eco- 
nomically feasible; 


(ii) fresh initiatives in the western 
sedimentary basin, within the 
provinces of British Columbia, 
Alberta and Saskatchewan. 


These approaches are dependent on 
proper incentives and pricing policies. 
We must assure sufficient cash flow so 
that industry can undertake new, 
active programs. The public must 
recognize that costs of finding have 
dramatically increased. 


In 1975 by far the most important 
development with respect to supplies, 
taxes and royalties, was the accord 
reached by the Federal and Alberta 
Governments. Regrettably, a similar 
arrangement did not transpire in Sas- 
katchewan, and the situation there is 
anything but satisfactory. In British 
Columbia, new policies, though an- 
nounced late in 1975, have already 
resulted in increased activity. 


It would be taken for granted that 
Norcen, as an energy oriented industry 
would be wholeheartedly in support of 
higher prices for oil and gas. This 
would be true only if industry and not 
governments were the beneficiary of 
such an adjustment. In fact, the Cana- 
dian public can only be served by such 


a rise, if the additional revenues that 
would result were directed to the dis- 
covery and development of new 
energy supplies. If the opposite was 
the case, and revenues were trans- 
ferred to governments for non-produc- 
tive inflationary spending, much eco- 
nomic damage could result. It should 
be clearly understood that if higher 
prices are to be effective they must 
provide direct assistance to our 
national energy pursuit. 


Capital accumulation and investment 


The current year is characterized by an 
unease among all Canadians regard- 
ing national goals and aspirations. 
Business leaders in particular must 
overcome instinctive reluctance to 
speak out beyond the mandate of their 
own enterprise. 


Experienced entrepreneurs know that 
incentives and rewards motivate maxi- 
mum production efforts. They know 
the effectiveness of profits and venture 
capital in achieving efficiency and 
productivity goals. The entire Cana- 
dian business community is being 
challenged today to stand up in 
defence of growth and prosperity. 
More and more individual voices must 
be heard on the rights of business to 
operate without governmental barna- 
cles attached. On the other hand, 
business leaders must display an ever 
increasing disposition to hear out the 
social concerns of their country. Above 
all, debate regarding the national well- 
being must not be left to the exhibi- 
tionists. Those who work quietly at 
keeping our economy working and 
going must also be heard. 


The case for profits and dividends is 
well understood by shareholders. It is 


the broad public which must be won 
over to its own self-interest in having 
natural resource companies given the 
investment latitude to discover and 
augment the energy and other resource 
inventories of the country. 


Government and industry must more 
than ever recognize the importance of 
the support of citizens as shareholders 
in making the achievement of our 
national goals possible. 


Relating to our concern for an environ- 
ment for investment, it was felt im- 
portant to have Norcen prepare and 
submit a comprehensive brief to the 
Royal Commission on Corporate Con- 
centration. We would be pleased to 
send a copy to any shareholder who 
does not yet have one. 


The national interest 


This current year will be critical for 
Canadians. Norcen would hope that 
all sectors of society will work together 
for an abatement of the rate of infla- 
tion that has been so damaging to the 
country and in particular, on the 
energy scene, priorities would include: 


— maximum effort in the rapid de- 
velopment of additional energy 
supplies; 


— resolution and definition of land 
regulations in the frontier areas; 


— approval by year end of the Mac- 
kenzie Valley pipeline project 
proposed by Canadian Arctic Gas 
Study Limited; 


— astep-up and intensification of 
energy conservation measures. 


Human resources 


The contribution by all Norcen em- 
ployees during 1975 is evidenced by 
the profitable results for the year. In 
addition to co-operation and under- 
standing in carrying out the changes 
and relocations occasioned by the 
successful amalgamation and reorgan- 
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ization, they had to contend with fast 
changing economic and legislative 
developments. This they have done 
competently. In addition, Norcen has 
been able to draw on the capabilities 
of individuals on the boards of both 
predecessor companies while adding 
the talents and experience of two new 
directors, Mr. W. O. Twaits of Toronto 
and Mr. Robert Després of Quebec 
City. 


In expressing appreciation to our man- 
agement, employees, customers and 
the public for the favourable manner 
in which the Company has been re- 
ceived in its new form, a special word 
of thanks is due to shareholders for 
their evident support and encourage- 
ment during the past year. 


The year ahead 


The year 1976 will be the first full year 
of operations for Norcen. 


Your Directors look forward to the 
realization of some of the benefits that 
are inherent, as a result of the re- 
organization, including the direction 
of the combined financial resources 
‘into those particular areas of activity 
which afford the most attractive _ 
potential returns. 


On behalf of the Board 


Edmund C. Bovey 
Chairman 


OM Fithle 


E. G. Battle 
President 


February 18, 1976 


Review of operations 


Natural Resource 
Division 


Norcen’s Natural Resource Division is 
responsible for the following oper- 
ations: 


— exploration for oil and gas in 
Canada and internationally; 


— exploration for base metals, 
uranium and coal; 


— production of oil, gas, gas liquids, 
sulphur and coal in western 
Canada; 


— gathering and transmission of 
crude oil and natural gas in 
western Canada; 


— marketing liquefied petroleum 
gas in western Canada and the 
United States Pacific Northwest. 


Oil and gas exploration 

and development 

During the year, Norcen participated 
in a total of 65 exploratory and 106 
development wells in Canada, the 
Arctic Islands, the North Sea, Tunisia, 
Oman and the United States. 


In Canada the Company participated 
in 55 exploratory wells, resulting in 21 
oil and gas discoveries, and in 103 
development wells, resulting in 89 oil 
and gas completions. The more im- 
portant discoveries were at Shouldice 
and Majorville in southern Alberta, and 
in the Peace River area of northern 
Alberta (see maps). Most of the 
development drilling was in eastern 
and southern Alberta. 
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Internationally, the Company partici- 
pated in 13 wells located in the United 
States, North Sea, offshore Tunisia and 
Oman. The following is asummary of 
wells drilled: 
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Western Canada 


In southern Alberta the Company 
holds interests ranging from 12.5% to 
100% in 876,000 acres. Fifty one wells 
drilled on this acreage resulted in 7 oil 
and 24 gas wells. 


In northern Alberta Norcen holds 
varying interests in 582,000 acres. Three 
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LAND HOLDINGS 


gas discoveries were made on 50% 

and 100% interest lands near the town 
of Peace River. Follow-up drilling and 
further exploration is planned for 1976. 


Arctic Islands 

The Company’s land holdings in the 
Arctic Islands are 10,630,606 gross 
(4,614,568 net) acres. During the year 
Panarctic Oils Ltd. drilled three wells 
which were important to the value of 
the Company’s holdings. Two were on 
the Sabine Peninsula and one offshore 
Melville Island. All were gas comple- 
tions increasing the reserves in the 
Drake and Hecla fields in which the 
Company has interests. 


International areas 


In the North Sea a fourth well will be 
drilled early in 1976 in the Amethyst 
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field in which the Company holds a 
20% interest (see map). Three 
previous wells in this field were gas 
completions and studies indicate 

a good probability that the field can 
be commercially produced. 


In the Gulf of Gabes, offshore Tunisia, 
the first test well ona 1.7 million acre 
block in which the Company holds a 
25% interest, is drilling below 13,000 
feet. Offshore Oman, the first explor- 
atory well on Norcen’s 30% owned 
acreage was abandoned after encoun- 
tering non-commercial oil shows. 
Additional drilling in 1976 is being 
considered for both prospects. 
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In Kenyaa 10% interest has been 
acquired in a 2.5 million acre permit, 
and initial seismic surveys are in 
progress (see map). 


In Louisiana, facilities are being con- 
structed to produce gas from offshore 
blocks in which the Company holds 
interests where gas reserves were 
discovered in 1974. 


Land holdings 


Norcen’s oil and gas land holdings 
totalled 22,191,567 gross (9,542,593 
net) acres in Canada, and 9,398,242 
gross (2,330,127 net) acres in seven 
other countries, details of which are 
shown in the table on page 6. 
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OIL AND GAS LAND HOLDINGS 


Reservations, Permits 


Leases 


Concessions and Licenses 


Total 


Gross Net 
Acres Acres 


Gross 
Acres 


Net 
Acres 


Gross Net 
Acres 


Acres 


1,798,784 
126,296 
22,817 
4,252 
119,040 


British Columbia .. 
Manitoba 
Ontario 


Saskatchewan .... 343,262 


Canadian frontier 


Arcticn(Slandsmais a: 

Beaufort Sea 

Northwest 
Territories 

Yukon 

East Coast 
Offshore 

labradonees: 

Flemish Pass ... 
Scotian Shelf 


Foreign 
United States 
British Sector of 


North Sea 
Adriatic Sea 


575,003 253,82 


68,357 G92 


259,831 62,210 


3,854,599 1,144,334 
Tunisia 

Offshore Sicily ... 

Kenya 


Offshore Malta .. 319,352 


10,079,255 


67,862 
3,606,008 


728,611 
414,496 


1,890 
46,880 


9,142,014 
913,589 


507,796 
1,698,940 


1,030,978 
213,010 
1,916,247 


57,996 


2,293,087 
73,970 
2,471,050 


530,414 
213,628 


1,890 
46,880 


3,904,753 
455,994 


185,882 


651,722 


773,234 
213,010 
240,176 


57,996 


670,058 
73,970 
247,105 


4,846,845 
875,876 
74,985 
6,142 
390,142 


2,329,198 
339,924 


6,142 
165,920 


9,717,017 
913,589 


4,158,574 
455,994 


507,796 
1,698,940 


185,882 
651,722 


1,030,978 
213,010 
1,916,247 


773,234 
213,010 
240,176 


68,357 6,592 
259,831 
57,996 
3,854,599 
2,293,087 
73,970 
2,471,050 247,105 
319,352 67,862 


62,210 
57,996 
1,144,334 
670,058 
73,970 


21,510,554 


8,266,712 


31,589,809 11,872,720 


In addition to the above, royalty interests are held in 1,326,000 gross acres, and net carried 


interests in 356,000 gross (16,000 net) acres. 


Mineral exploration 

The Company’s base metals explor- 
ation program in 1976 will be 
expanded to include uranium. Base 
metals exploration programs will 
continue in British Columbia, Yukon, 
Northwest Territories and Quebec. 
Encouraging results have been ob- 
tained on the Chris-Red claim blocks in 
northern British Columbia where the 
Company has the right to a 10% work- 
ing interest and a 10% net profits 
interest (see map). Diamond drilling 
has outlined a zone containing signifi- 
cant copper values including inter- 
sections grading in excess of 1%. 
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Production and reserves 

Crude oil, synthetic crude oil and 

gas liquids 

Crude oil, synthetic crude oil and gas 
liquids production, before deduction 
of royalties, averaged 25,799 barrels 
per day as compared to 17,143 barrels 
per day in 1974. The increase was due 
to the acquisition of Great Plains on 
January 1, 1975, partially offset by 
natural decline in older fields, cut- 
backs in crude oil export allowance, 
and the prorating of light and medium 
gravity oil production from fields in 
Alberta. Production by province is 

as follows: 


Barrels per day 


(Gross) 
1975 1974* 
Alberta’). (402.5. eee 22,617 13,774 
Saskatchewan! +.4h... sete 2,296 2,042 
Britisha@oluimblamnreeeene 886 1,327 


251099 17,143 


*Great Plains not included 


Effective July 1, 1975 the wellhead 
price for western Canadian crude oil 
increased by $1.50 per barrel to an 
average of $8.00 per barrel. As a 
result, the average price received in 
the year for the Company’s crude oil 
production was $6.97 per barrel, an 
increase of $1.38. A similar price in- 
crease was obtained for gas liquids 
and synthetic crude production. 
Revenues from the Company’s share 
of synthetic crude production now 
exceed $5 million per year. 


Natural gas 

Natural gas production, before deduc- 
tion of royalties, averaged 177 million 
cubic feet per day compared to 134 
million cubic feet per day in 1974. The 
increase was partially due to the acqui- 
sition of Great Plains. The average price 
realized for 1975 gas production was 
59¢ per Mcf compared to 25¢ per Mcf. 
Gas production by province is as 
follows: 


Million 
cubic feet 
per day 
(Gross) 


1975 1974* 


INORG (e Soe ae ee 166.8 
Briushe@olumbia w...<.c. s+. 10.3 9.8 


W771 134.3 


*Great Plains not included 


Reserves 

Norcen’s reserves of crude oil, syn- 
thetic crude oil and gas liquids, before 
the deduction of royalties, as esti- 
mated by company engineers, at 
December 31, 1975 were 130.7 million 
barrels compared to 81.3 million 
barrels. Reserves of natural gas, before 
the deduction of royalties, were esti- 
mated at 1,152.8 billion cubic feet 
compared to 746.9 billion cubic feet. 


These estimates do not include 
Norcen’s interests in substantial 
reserves of natural gas in the Arctic 
and the North Sea, and potential 
volumes of heavy oil reserves in 
Alberta. 


Heavy oil 

In partnership with Japan Oil Sands 
Company Primrose Limited, the Com- 
pany is constructing a steam injection 
pilot operation at Cold Lake, Alberta. 
Twelve pilot wells have been drilled 
and construction of the remaining faci- 
lities is proceeding. Steam injection 

is expected to commence in July, 1976 


and over a three-year period the pilot 
operation will evaluate the technical 
feasibility of producing heavy oil from 
the Cold Lake oil sands. 


Oil gathering and transmission 

The Company transported an average 
81,400 barrels of oil per day through its 
gathering and transmission systems in 
the four western provinces, compared 
to 98,500 barrels during 1974. The 
decline results from decreased pro- 
duction in the areas served. Proven 
and probable reserves supporting 
these systems are 408 million and 355 
million barrels respectively at 
December 31, 1975. 


Gas gathering and transmission 

The average daily throughput of gas in 
the Company’s industrial gas system in 
the Edmonton, Alberta area was 91.7 
million cubic feet per day compared 
to 122.6 million cubic feet per day for 
the previous year. The decrease was 
due to the termination of a large in- 
dustrial gas sales contract. 


Liquefied petroleum gas 


The Company, through Cigas Products 
Ltd., markets liquefied petroleum gas 
(propane and butane) and associated 
appliances and equipment at both 
wholesale and retail levels in the four 
western provinces of Canada, and in 
the states of Washington and Oregon. 


Sales of liquefied petroleum gas during 
1975 were 110,400,000 Imperial 
gallons, an increase of 15,600,000 
gallons, primarily due to additional 
sales at wholesale levels to United 
States distributors and industrial cus- 
tomers. The Company’s ability to 
recover the inflationary impact on 
operating costs has been inhibited by 
government involvement in pricing 
structures. 
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Coal 


Norcen’s major coal interest is its 81% 
ownership in Coleman Collieries 
Limited, an explorer for, and producer 
of, metalurgical and thermal coal 

in the Crowsnest Pass area of Alberta 
and British Columbia. 


In 1975 Coleman’s clean coal produc- 
tion was 854,000 short tons compared 
to 880,000 in 1974. The average selling 
price was $48.18 per long ton f.o.b. Port 
Moody compared to $30.71 in the 
previous year. All of the production 
was sold under contract to the 
Japanese steel industry. 


Coleman holds Crown and freehold 
coal rights on 59,057 acres. In addition 
Norcen holds coal rights on 27,169 
acres in Alberta including 2,920 acres 
within the productive area of a pros- 
pective thermal coal project. 


Gas sales 


Millions of cubic feet 
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Gas Utilities Division 


Norcen, through Northern and Central 
Gas Corporation Limited (NCgas), 
other subsidiaries, and directly, distri- 
butes natural gas in five provinces: 
Quebec (Gaz Métropolitain, inc.), 
Ontario (NCgas), Manitoba (Greater 
Winnipeg Gas Company), Alberta (in 
the Edmonton area, and Cold Lake 
through Beaver River Utilities Ltd.) and 
British Columbia (Columbia Natural 
Gas Limited). 


Results for the year 


The past year was difficult for the Com- 
pany’s gas distribution operations. 
Generally depressed economic con- 
ditions, much warmer weather and 
lengthy labour strikes particularly in 
the pulp and paper industry in Ontario 
as well as in the Company’s operations 
in Montreal, all combined to substanti- 
ally reduce their contribution to con- 
solidated earnings. 


Operations 

Total utility revenues increased in 
1975 to $321.8 million from $239.1 
million in the previous year, mainly 
the result of higher gas costs. At the 
same time because of the adverse con- 
ditions referred to, total volumes of 
gas sold for the year were down slightly 
to 241,027 Mmcf from 246,991 Mmcf. 
At year end the number of customer’s 
being served was 422,780 compared to 
419,280 at the end of 1974. Net capital 
expenditures for system expansion and 
maintenance were $35.6 million, and 
for 1976 are estimated at $26 million. 


Regulation 

Regulatory boards acted promptly on 
requests for rate increases to cover 
higher operating and gas costs. By year 


end total upward adjustments aver- 
aged 49¢ per Mcf in Manitoba, 42¢ per 
Mcf in Ontario and 61¢ per Mcf in 
Quebec. 


Equally important is a developing 
regulatory trend to consider future 
forecasted operating costs for rate 
making purposes. The Company 
wholeheartedly supports this trend, 
which if generally adopted, will goa 
long way to reduce or eliminate regu- 
latory lag and the subsequent need for 
price catch-ups, which are difficult for 
customers to understand and which 
can cause financial dislocation. 


Gas supply 


In 1975 the total contracted firm gas 
supply for all utilities was 839.5 Mmcf 
per day, the same as in 1974. The Com- 
pany’s main supplier presented new 
contracts for Manitoba, Ontario and 
Quebec’s operations which in effect, 
renews existing contracts for another 
twenty years subject to availability of 
gas from present and future reserves. 
This favourable development appears 
to reflect an upward trend in Alberta’s 
gas discoveries announced during the 
last half of the year. 


For long term supplies, the Company 
through NCgas, fully supports Cana- 
dian Arctic Gas Study Limited in its 
proposal for a Mackenzie Valley pipe- 
line. It offers the best potential for ob- 
taining early delivery of frontier gas at 
the most economic cost. 


Financing 


In March 1975 NCgas sold $25 million 
_ twenty-year 1114 % first mortgage 
bonds. Early in 1976 the Company 
negotiated a further $25 million first 
mortgage bond placement which will 
have an average rate of just over 11% 
and will be drawn down during the 
second quarter. 


Appointments 


Mr. Jean-J. Leroux, Vice-President, 
Utilities of Norcen, has been appointed 
President and a Director of Northern 
and Central Gas Corporation Limited, 
and two outside directors representa- 
tive of areas served by the Company 
have been elected — Mr. George 
Knowles of Kapuskasing and Mr. 
Preston R. Cook of Thunder Bay, 
Ontario. 


Daily contract demand 
as at November 1, 1975 


Millions of cubic feet 
850 


Financial 


Revenues and earnings 

Sales and other revenues increased 
39% from $344,040,000 in 1974 to 
$479,102,000 in 1975. Revenues by 
source were as follows ($000’s) : 


USS % 1974 % 
Oil and 
Past esta eb 20/500.8) 25 $ 80,876 24 
Natural gas 
utilities . 321,781 67 239,074 69 
CoallXeen 36,731 8 24,090 I 


$479,102 100 $344,040 100 


Higher wellhead prices for oil and gas, 
together with increased production 
from the acquisition of Great Plains 
were the principal factors contributing 
to the increase in oil and gas revenues. 
Interim rate increases were received 
by the natural gas utilities to recover 
essentially all increases in gas costs. A 
price increase was negotiated for coal 
shipped on or after April 1, 1975. 


Income, before extraordinary items, 
was $33,408,000 compared to 
$28,618,000 and was contributed from 
the following activities ($000’s) : 


Sales and other revenues 


Oil and gas 
Natural gas utilities £ 


oe Coal t 
Millions of dollars 
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Income contributions 
(before extraordinary 


‘ Oil and gas L 
items) 


Natural gas utilities | 


Millions of dollars 


35 


30 


25 
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1975 % 1974 % 
Oil and 
28S x wrinie es $20,390 61 $13,067 46 
Natural gas 
utilities ... 11,843 35 14,058 49 
COalbs ince nia UAW 4 1,493 5 
$33,408 100 $28,618 100 


1973 | 1974 


After payment of preference share 
dividends of $4,108,000 ($4,461,000 in 
1974) net income applicable to com- 
mon shares, before extraordinary 
items, was $29,300,000 ($1.51 per 
share) compared to $24,457,000 ($1.26 
per share). 


Dollars per share 


Per share earnings (before extraordinary items) 
and cash flow from operations 


Earnings per share 
Cash flow per share 


4.00 


Capital expenditures 


| Millions of dollars 


Oil and gas 
Natural gas utilities 
Coal 
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*Not including $96.4 million acquisition 


of Great Plains 


10 


Extraordinary items were a write-down 
of investment in Elf Oil Exploration 
and Production Canada Ltd. of 
$6,667,000 after deferred income taxes 
($2,334,000 in 1974) and a recovery of 
deferred income taxes in Coleman of 
$621,000 ($1,051,000 in 1974). No 
further extraordinary items of this 
nature are anticipated in 1976. 


Net income applicable to common 
shares, including extraordinary items, 
was $23,254,000 ($1.20 per share) 
compared to $23,174,000 ($1.19 per 
share). 


Return on average common share- 
holders’ equity capital was 19% com- 
pared to 17%. Return on average pref- 
erence and common shareholders’ 
equity was 15% compared to 14%. 


Working capital 

Increased rates to gas utility customers 
together with higher wellhead prices 
for oil and natural gas resulted in a 
marked increase in level of accounts 
receivable at year end. Natural gas in 
storage and a higher level of inven- 
tories of coking coal and coke further 
contributed to the increase in working 
capital requirements. Accounts pay- 
able increased due to higher gas costs. 
Working capital funds at December 31, 
1975 amounted to $9,329,000 com- 
pared. to $4,851,000 at the end of 1974. 


Capital expenditures 

Net expenditures on properties, plant 
and equipment by principal areas of 
activity were ($000’s) : 


: A975 1974 
Oil and gas ef ee eee 
Canadam eetinicee $22,060 $24,609 
FOergny scree 7 A494 9,023 
29,554 33,632 
Natural gas utilities —<— 
Quebec? 2s SAU teen 20,454 17,384 
OntariOsesd4 Gang serio 10,767 Ap29it 
ManiitOba: Via vest wore 4,091 7,470 
Other tee ances 291 
35,603 36,145 
Coal a 
Alberta’. ckevu4 aes aes 1287725 8,742 


$78,882 $78,519 


In addition to the above expenditures, 
all the outstanding shares of Great 
Plains were acquired for a cash con- 
sideration of $96,433,000. 


For 1976 capital expenditures are esti- 
mated to total $60 million; $30 million 
for oil and gas exploration and produc- 
tion; $26 million for the natural gas 
utilities; and $4 million for coal pro- 
duction. 


Financing 

During 1975 two major financings 
were completed. In January a $93 
million ten-year term bank credit was 
arranged to finance the acquisition of 
Great Plains. In March NCgas sold $25 
million twenty-year 1114 % first mort- 
gage bonds, the proceeds from which 
were applied to reduce short-term 
borrowings. 


In July $6,202,000 was received in 
settlement of successful litigation 
against the vendors of the Coleman 
securities acquired in 1971. Also in July 
NCgas repaid $5,256,000 of an original 
$20 million 9/2 % retractible deben- 
ture issue sold in 1970: holders of the 
balance of the debentures which 
mature in 1991 elected to accept an 
increase in interest rate to 1114 %. 


In 1976 NCgas has negotiated a private 
placement of $25 million first mortgage 
bonds, completion of which is anti- 
cipated in the second quarter. Interest 
rate on this financing will be slightly 
over 11% and the proceeds will be 
used to reduce short-term borrowings. 


The Company is presently considering 
the re-financing of part or all of its 
bank credits. 


Accounting policies 


The principal accounting policies fol- 
lowed by Norcen and its subsidiaries 
are summarized here to facilitate a 
review of the consolidated financial 
statements contained in this report. 


Corporate reorganization 


On October 28, 1975 Norcen was, in 
effect, formed as a result of an 
exchange of shares by the former 
shareholders (other than holders of 
First Preference Shares) of NCgas and 
by the former shareholders (other than 
the 61% share ownership previously 
held by NCgas which was cancelled on 
the reorganization) of Canadian Indus- 
trial Gas & Oil Ltd. (CIGOL). The basis 
of the exchange of shares was as 
shown in the table below. 


Holders of warrants to purchase com- 
mon shares of NCgas have exchanged 
or have agreed to exchange such war- 
rants for equivalent rights to purchase 
common shares of Norcen. 


Shares of NCgas 


1 common share 


1 $1.06 Second preference share, series A — 
$25 par 


1 $1.50 Second preference share, series B — 
$25 par 


1 $1.50 Junior preference share, first series — 
$25 par 


Shares of CIGOL 


10 common shares 


The corporate reorganization has been 
accounted for in the manner of a 
‘pooling of interests” and accordingly 
the financial statements are presented 
on the basis as though the reorganiza- 
tion had taken place as at January 1, 
1974. 


Principles of consolidation 


The consolidated financial statements 
include the accounts of Norcen and all 
of its subsidiaries; all inter-company 
transactions have been eliminated. 
Norcen’s principal operations are oil 
and gas exploration, development and 
production. The subsidiaries’ oper- 
ations are organized into three types 
of business which, together with the 
principal companies involved and 
percentage ownership by Norcen, are 
set out in Note 3. 


The excess of acquisition costs over 
underlying value of net assets at date 
of purchase in respect of subsidiaries 


Shares of Norcen 


1 common share 


1 $1.06 First preference share, series A — 
$25 par 


1 $1.50 First preference share, series B — 
$25 par 


1 $1.50 Junior preference share, first series — 
$25 par 


Shares of Norcen 


7 common shares 


Norcen 


Energy Resources Limited 


engaged in natural resource activities, 
i.e. oil and gas and coal, has been in- 
cluded in property costs and is being 
systematically charged to incomeina 
manner similar to the particular prop- 
erty costs. 


The excess costs in respect of sub- 
sidiaries engaged in natural gas utilities 
are shown as ‘Intangible assets arising 
from acquisitions’. In the Company's 
opinion no diminution in value of this 
item has occurred and accordingly 
these assets are not being amortized. 


Foreign exchange 

Amounts in foreign currency have 
been converted to Canadian dollars 
on the following basis: current assets 
and current liabilities, at the rate of 
exchange as at the balance sheet date; 
properties, plant and equipment and 
related depreciation, at the rate of ex- 
change at the date of acquisition; long- 
term debt, at the rate of exchange at 
the date the obligation was incurred; 
revenue and expenses, at the average 
rate of exchange for the respective 
year. 


Properties, plant and equipment 

Oil and gas 

Oil and gas properties include all ex- 
penditures related to the exploration 
and development of oil and gas 
reserves, whether or not potentially 
productive. These costs are depleted 
on the composite unit-of-production 
method, based on total estimated 
recoverable reserves. 
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Oil and gas production equipment and 
related facilities are depreciated over 
their estimated useful service life on 
the straight-line method at various 
rates, the application of which has 
been equivalent to an annual com- 
posite rate of approximately 6.0%. 


Natural gas utilities 


Depreciation is provided on the 
straight-line method at rates ap- 
proved by the respective provincial 
regulatory authorities. The application 
of such rates has been equivalent to an 
annual composite rate of approxi- 
mately 2.75%. 


Coal 


Coal properties include costs of land, 
exploration and development, to- 
gether with the excess, ($9,210,000 in 
1975; $14,247,000 in 1974) of the 
acquisition cost over the value of the 
net assets recorded by Coleman at 
date of acquisition. The excess cost has 
been reduced by $5,037,000 in 1975 

as aresult of settlement of successful 
litigation against the vendor. 


Costs of producing properties are 
being depleted on the unit-of-produc- 
tion method based on estimated mine- 
able reserves as determined by 
Coleman engineers; costs of 
suspended properties are being 
amortized on the straight-line method 
over the remaining life of the present 
sales contracts (7 years). Amortization 
by the Company of the excess of its 
acquisition cost referred to above is 
being provided on a straight-line basis 
over 28 years. 


ss 


Production equipment is depreciated 
at various rates, the application of 
which has been equivalent to an 
annual composite rate of approxi- 
mately 8.0%. 


Deferred charges 


Costs of issuing long-term debt are de- 
ferred in the year incurred and amort- 
ized against income over the term of 
the applicable issue. 


The natural gas utilities defer in the 
year incurred certain expenses which 
the regulatory authorities require or 
permit to be recovered from future 
revenues; such charges are being 
amortized over various time periods, 
not in excess of 20 years. 


Income taxes 


Oil and gas and coal 

The companies follow the tax alloca- 
tion method of accounting under 
which income tax provisions are based 
on the income reported in the ac- 
counts. This method results in the 
provision of deferred income taxes to 
the extent that taxes currently payable 
have been reduced by claiming de- 
pletion and depreciation for income 
tax purposes in amounts in excess of 
those reported in the accounts. 


Natural gas utilities 

The companies’ rates and revenues, 
established for regulatory purposes, 
include recovery of only such income 
taxes as are currently payable on their 
utility operations. Accordingly, the 
companies provide income taxes 

on this basis and do not provide for 
income taxes which may be payable in 
future years as a result of current 
differences in timing of deductions, 
principally in respect of depreciation 


and amortization, for financial 
reporting and income tax purposes. 
Such income taxes not provided and 
not recovered in revenues amounted, 
before applicable minority interests, to 
$6,600,000 in 1975; $8,500,000 in 1974 
and $62,500,000 in total to December 
31,1975. 


Earnings per common share 


Earnings per common share have been 
calculated using the weighted monthly 
average number of common shares 
outstanding during the year (19,397,000 
in 1975; 19,391,000 in 1974). Fully 
diluted earnings per common share 
assumes the conversion of preference 
shares and convertible notes and the 
exercise of share options and warrants. 


Thorne 


Riddell 


& Co, CHARTERED ACCOUNTANTS 


AUDITORS' REPORT 


To the Shareholders of 
Norcen Energy Resources Limited 


We have examined the consolidated balance sheet of Norcen Energy Resources 
Limited as at December 31, 1975 and 1974 and the consolidated statements of income, 
retained earnings and changes in financial position for the years then ended. Our 
examination included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered necessary in 
the circumstances. 


In our opinion these consolidated financial statements present fairly the 
financial position of the companies as at December 31, 1975 and 1974 and the results 
of their operations and the changes in their financial position for the years then 
ended, in accordance with generally accepted accounting principles applied on a 
consistent basis. 


Toronto, Canada Wie: hth 7A : 


February 6, 1976 Chartered Accountants 


OFFICES THROUGHOUT CANADA AND ASSOCIATES THROUGHOUT THE WORLD 


Consolidated balance sheet 


as at December 31, 1975 and 1974 


(thousands of dollars) 


Assets 


Current assets 


Cash and deposits 


ese) Xo) eo ae tie Ve eelhe ie ie)'e\.0 « «oe. @'s te) eisai @) Jel 6: cetiede:e)\/6> 00) @) 8) fen em) 8) Telca\ne 


Accounts receivable-and unbliled 64S .o.050) 606-2 cl ene 
Inventories: (Note-4). aaah eS ae ee aoe 


Prepayments, advances and deposits....55 0520 aes ak 


Total. current assets? a ate eae 


Investments, at cost‘less amounts written off (Note 5)... a ee 


Properties, plant and equipment (Note 6) and (a).645) oN ee 


Deferred. charges, at amortized cost\(Note:7) and (a)... ee 


Intangible assets arising from acquisitions, at Cost (a)... 0.0... ec cette eee nee 


Approved by the Board, 


Edmund C. Bovey 


Director 


(a) See accounting policies 
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OM Pathe 


E. G. Battle 


Director 


126,652 


23,021 


714,207 


15,454 


35,820 


$915,754 


1974 


$ 6,695 
50,375 
17,004 

1,693 


75,767 


32,398 


577,833 


16,057 


35,820 


$737,875 


- Liabilities 

Current liabilities PICCOUN CS: DAVADIG Su teeter nina stialata Man arsed MON cone Siler, 
ACCHUCC LCR ESE: iC nee BO EC Ler aie are We Ge a ea uy 
INCOME and Gtnertaxesia) Oe ee Ne A eo tl a 
Currentimaturities -—‘long-term: debt. 4. esis cee aie eel en Cas 


eT DAP HGHCTOGHIES cia eit teens an Ore oe ine ce 


Current liabilities, excluding demand bank credits ................. 
Demand bankscredits (Note 8) es .0 aa Ber ae ieee cy ei ae 


TOAPCUPFORGIIAOHULIOS oo epider Pe rene Lara pia Rote arte 
Mar CLEUITES (NOLE Glee ee at eee tay eRe n ar 
MME ICE CONOLS DO) i Ce ck a le ae eae ne eae elas he Ge Mtenane 


Pormmorty interests in subsidiaries (Note 10)... 6. eek ee ea ek oe a ede dah nee. 
remereee ire ONE CAXCS (A) Oi 5 Ue ee ee ea ee ie ee es 


Shareholders’ Equity 
Capital stock (Note 11) and (a) 


Authorized 
1,300,000 First preference shares $25 each par value, issuable in 
series 
4,000,000 Junior preference shares $25 each par value, issuable in 
series 
50,000,000 Common shares without par value 
Issued 
First preference shares 
3.650 $1.06 cumulative; series Avia. ae ou ee 
1,209,417 $1.50 cumulative convertible, series Bo... a 
Junior preference shares 
1,500,000 $1.50 cumulative convertible, first series .............. 
19 AQ4046 COMMON Shares 0 ee es 


merece eamings (NOt 13) oo ee a Mme eee eV ake 
Total shareholders equity Vo Oe a te 


Norcen 


Energy Resources Limited 

1975 1974 
$ 75,539 $ 44147 
6,702 6,188 
9,974 3,750 
13,808 13,628 
11,300 3,203 
117,323 70,916 
69,500 37,603 
186,823 108,519 
112,942 30,060 
314,747 307,021 
614,512 445 600 
34,928 34,782 
41,200 41,507 
92 180 
30,236 31,128 
37,500 37,500 
90,927 90,502 
66,359 56,676 
225,114 215,986 
$915,754 $737,875 


Consolidated statement of income 
Years ended December 31, 1975 and 1974 


(thousands of dollars) 


Sales and other Oibsarid: Bas vy Oe ate Ae aR Re ae ce ei Rees eee 
revenues Natural gas ufilitiest ena ee 
cr: | PAR eRe nnem ee es aed yey COR nes fe LT ee en ay NCU AS 


Costs and expenses 
Production, operations:and maintenance) 2,4. .8.7 3. a 

Depreciation and depletion, (a) ite ay aa ape ee ae 

Interest — long-term debt so, et oe ae ee 

—OUNEr Fo i ee 

Income faxes’ Curren \ajisu ON Sa ae. ce a 


em HeTenred “(ak cc sve hee ee ee 


Income before minority:interests oon Poe ae. ove a a ee ee 
Minority interests in subsidiaries: i... Oe ee Pe es ee ie Oe 


Income before extraordinary Items). 0 oe ek oe, ee 


Extraordinary items Reduction of a subsidiary’s income taxes resulting from application 


of prior years’ losses, after minority interests ...............40. 
Write-down of investment (net of deferred income taxes) (Note 5) . 


Consolidated: net-Income . ou ee ee cae ee al ecre ee ee 
Dividends.on preterence shares ...c cee ee ee 
Net income applicable to common shares 


Including extraordinary items 


i Cr i i i 


Before extraordinary Meme 2. an BO ee ee ae 
Earnings per common share (a) 

Including extragrdinaly Items’ oe eo ea 

Before. extraordinary items ver. oo pee ce ee 
Fully diluted earnings per common share 

Including.extraordinaty items. 

Before extraordinary items ha ee ot yee eee 


(a) See accounting policies 
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Gas purchases (48 Peau ee ee 


TIA 


$120,590 


S21 p7e 
Diem 


479,102 
234,701 


114,219 
34,527 
28,094 
11,925 
16,057 

3,187 


442,710 


1974 


$ 80,876 


239,074 


24,090 


344,040 


158,082 


84,940 
25,712 
24,443 
4,782 
4,386 
9,550 


311,895 


32,145 


be ae 


28,618 


1,051 


( 2,334) 


27,335 


4,161 


$ 23,174 
$ 24,457 


$1.19 
$1.26 


$1.11 
$1.47 


Consolidated statement of retained earnings 
Years ended December 31, 1975 and 1974 


(thousands of dollars) 


~ Balance at beginning of year, as restated to give effect to the reorganization (a) 


(a) See accounting policies 


SOMES: pels lb) eb ieh. diver ivr cape e he ots 


Adjustment to prior years’ depreciation and income taxes ............ 


SON SGMCLALEC GL IEVCCORITO asia forte Mo Oe a coe SE tL AO nat c 


Dividends 


PRCLOME ICES Tal OS: omer a ohn tec rae aaa yaaa eee eee don te een eae 


Common shares 


oto) (@ te rer Le: lah etre) ys). 16) ce) (Wie) .e. 6) eh ee he) w]e) 0) a) 6, len lenis, emia le" cOll\ sete) 4s (a Rlebis irate, lel fe. -0, 16) (eh Jey ce 


— CIGOL net of amounts received by NCgas of $3,147; 
1974 — $1,967 


wNeH e) ie: fe) -e/! 6. J8) selves! Se) eh 8" bycei-\6, 1,08 (ene tenis) “816.5 Sore wie ese. (61a) 6° je 'e! 16. tp. Kopi te. 


Steen le eo iia tet) ese) eer ects, "ewe Jef w, er fiet ie, xa)ral ie. @ nell aloe! fer. & le Mer lelcw 16 \e>, e000. (00 «6.00 pel oh iene 


Cree ey Rie wuete Tener elie: Wate len ste smb at er ee ence fe e's Clie es fal a a we ag OL ey ene ON) wl weal ee eee [eleva serene eye jee 


1975 
$55,463 


1213 


1974 


$41,750 


‘213 


42,963 
20,330 


70,298 


4,161 


8,051 


1,280 


130 


13,622 


$56,676 


Wk 


Consolidated statement of changes in financial position 
Years ended December 31, 1975 and 1974 


(thousands of dollars) 


Source of funds From, operations) — athand east Via cis ao ae ees aan cee 
hoe! MALUPA AS EMITIOS ye ae BETES ore lee Ole. Weenies We 


Coal 


este lies eye!) ete) ie 'ay erie) (evce 6 6k-0!) be! 8: (6 0) esi isin@: ew) elena enue, ety me le 


Increase: in: demand bank credits: yee i ee eee 
Increase.in term:bank Credite MeU wi ees woh ee At ea nae 
Issue’ of long-term: debt. Ac. ie ie oa ee ee ee 
Proceeds from litigation on Colentahs 22) .o:.jc+0 ie eee Soe 
Reclassification of current income taxes to deferred .............. 
Issue-of NGgas common Shares forcast a. o> sn re 


Acquisition of Great Plains including its working capital deficiency 
OF ST AZZ INGO 2) aie os Rieti a ee ae gee 
Term: bank credits. a se TAs an ee ete a oa cee oe 


Application of funds 


Expenditures on properties, plant and equipment, net 
+ oil’and gas’. seein ye. 
— natural gas utilities ... 
COAL Aiea orleans 


Reducthoniin: tenn: bankseredits: neti Os a ae 
Retirement of long-termidebe nae ae Nu EN ti awe 
Dividends: — common shares: roves et hic ena tea ies 
Preference SMAres: wile gee Le UN ye a eens 
— minority shareholders of subsidiaries ............... 
Redemption of preference shares — Norcen 
— NCgas 
Reorganization: COStst i. 2 le tia nten raltinis Gna tik clne GG) atue re eles iainae) 
TAVESEMIGIIES ccs ou Go aaa cere re aire adapts aT aeage od ee Geyer a 


witgeiism,, @) je, ever e%.e' rey Lol ep cor jehie) (eel er elim 


Oe ke: 6) a 0 76) 9 teenie) eo pe Ue 16) re) eh eh 


Increase (decrease) In funds 2 eee eer ele On eeee O aieae ole GEG ee ea Pane 


Funds at beginning ofiveart iss fu 2) Cal alia ih ae heard ot eee ae me tear tery Soa dare ee Ta 


Funds at-€nd Of year ag. nen en BEN er aan nnn oe aha 60 i ee Neen 


Summary of funds CUPrenTASSEIS Za wis tiuli-g: S08 CES ON IRS APO CES Ce Seb ae ee ca ea 
Current liabilities, excluding demand bank credits (Note 8) ........ 


Funds iat end Ofsyedr (0) 720 ae Rae ee cig tk cane ee 
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$ 9,329 


1975 1974 
$ 40,916 $ 31,495 
28,228 32,260 
6,725 6,212 
75,869 69,967 
31,897 22,943 
9,301 
29,720 
6,202 
1,055 
30 33 
144,773 102,244 
97,555 
93,000 
4,555 
29,554 33,632 
35,603 36,145 
3725 8,742 
78,882 78,519 
10,118 
22,392 11,931 
12,193 9331 
4,108 4,161 
2,247 1,981 
24 
811 736 
| 1,899 | 
1,223 3,370 
1,843 2,463 
«56,858 33,973 
140,295 112,492 
4478 ( 10,248) 
4,851 15,099 
$ 9,329 $ 4,851 
$126,652 $ 75,767 
117,323 70,916 
$ 4851 


Notes to consolidated financial statements 


Years ended December 31, 1975 and 1974 
(Tabular amounts are in thousands of dollars) 


1. Accounting policies 


2. Acquisition of Great 
Plains Development 
Company of Canada, 
Ltd. (Great Plains) 


3. Operations 


The information on pages 11 and 12 presents a summary of the principal accounting policies and is an 
integral part of these statements. 


By an agreement dated as of January 1, 1975 the Company acquired all of the issued shares of Great Plains 
for a cash consideration of $96,433,000. In consolidation the earnings of Great Plains have been included 
from date of acquisition and the purchase consideration has been assigned as follows: 


ROUT ASSO US Gt Va Se arn Lian Ee UG Oe hana Sle eG Ns Coe gle wre Ele Wageg remem ga tl an ol ahi $ 16,436 
Oil and gas properties and equipment 

(including $22,861,000 excess of consideration over book value of net assets) ............ 99,571 
MOC ASE era ee aie ene ae he eee, BN tes) eral dae ee Aten, ZA, 

116,224 

Deduct 

GARCIA IOS tie Ses eed ek hea ee Re Ne ik pe ae $17,558 

EONS FOr Pare oi a ain eh oes aes a ee en a hg meen 2233 19,791 
PU ASE CONSIO GIAO ire cela s ss ore ee ep rallumns Muh es aa eis ath ee $ 96,433 


Sales and other revenues, share of net income and the percentage of equity ownership held by Norcen 
were: 


1975 1974 
Sales Share Sales Share 
Owner- and of Owner- and of 
ship other net ship other net 
% revenues income % revenues income 
Oil and gas 
INOTCOI oe Sie So oo $ 44,918 $ 6,467 (a) (b) $37,415 $ 6,924 (a) 
GreatcPlains 2c. ee ae 100° 30,931 4,570 
Prairie Oil Royalties ........ 74 1,748 574 74 1,426 407 
Trans-Prairie Pipelines ...... Og DAT. 1,439 99 AT, 171 1,949 
Cigas Products: (esc 100 37,416 674 100 30,864 1,453 
120,590 13,724 80,876 10/733 
Natural gas utilities 
INGBaS ri ewe iene oaee shee 100 122,582 2,627 (b) 100 92,841 2,716 
Columbia Natural Gas and 
Beaver River Utilities ..... 100 7,279 506 (c) 
Gaz Meétropolitain:..;....-.. 82 135,184 6,240 82 1037973 8,280 
Greater Winnipeg Gas ...... 99 56;739 2,470 99 43,060 3,062 
321,781 11,843 239,074 14,058 
Coal 
COLEMAN i icsian ei es 81 Seo 1,795 (d) 82 24,090 2,544 (d) 
$479,102 $27 362 $344,040 $27,335 


* Includes revenues and net income of 100% owned subsidiaries other than those tabulated. 

(a) Includes extraordinary loss of $6,667,000 in 1975 and $2,334,000 in 1974. 

(b) Interest of $1,122,000 received by NCgas from Norcen has been eliminated from revenues but included in the 
share of net income for each company. 

(c) Subsidiaries of Trans-Prairie Pipelines previously included in oil and gas. 

(d) Includes extraordinary gain of $621,000 in 1975 and $1,051,000 in 1974. 


vg 


4. Inventories 


5. Investments 


6. Properties, plant and 
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equipment 


1975 1974 
Materials and supplies, at lower of cost and replacement cost ...............-.. $14,678 $10,248 
Gas. in storage, atEOSt: <i ccoaic pe mvsuse canis ble ae, wena hts ean teases eee a as prc yenoui We ionic yarn oe 8,446 2,120 

Coal, at lower of cost and net realizable value 

Coleman, 322k ieee eee Pee terest cee NS 486 257 
Gaz Métropolitalins erro. vines @ oc cea ea a enti ec en ee te em 12,252 4,379 
$35,862 $17,004 

1975 1974 
Elf Oil Exploration and Production Canada Ltd. —10% share interest ........... * $10727 $20,038 
Panarctic Oils: Ltd: —0,8% share interest ou 2 ee ee ee 1,473 1,405 
British Columbia’ Oil Lands: Ltd. — 35% share: interest... c..c6ds eae ene 2,009 2,009 
Canadian Arctic’Gas Study Limited —1/15 participation. 4077+ was ce cee 4,235 2,563 
Mortgages receivable: 2.8 00 Savane ie ek Oui eat © a alg ee a rete or nae 3,664 4,397 
Others er ease EA aati Sy lon DLS ey car PAN ec iy Set nea tc mare eo enn 15513 1,986 


$23,621 $32,398 


*The cost of this investment has been written off to the extent of $3,500,000 in 1974 and by an additional $10,000,000 
in 1975. 


1975 1974 
Accumulated 
depreciation 
and 
Cost depletion Net Net 
Oil and gas 
PrOPOrtiest cou: . Crs Se al eau we teat eerie ee etn $251,980 $ 56,564 $195,416 $104,136 
Production equipment... uae ee ea 46,029 15,869 30,160 10,933 
Pipelines and processing plants ................ 29,411 21/699 Tithe 7,734 
Propane marketing equipment ................ 20,464 6,687 13407 13,407 


347 884 100,819 247,065 136,210 


Natural gas utilities 


Gas StOrabe sy cok Mace one nic oie a oc eee 30,281 2,906 2375 21,846 
Gas -distribUtiGny au se5 Re ite Wee ea ee 396,091 53,915 342,176 320,756 
Rentakequipment.2 cl. cy cine ee 42,736 14,249 28,487 28,947 
General and other plants o ygee mak ae ore ee 41,540 12;762 28,778 31,017 
510,648 83,832 426,816 402,566 
Coal 

PFODETIES “C5 te t08 ae Ac Aas oe erie el eiare eey a as 33,834 8,386 25,445 27,822 
Production equigmentt5 sae nt lace tere 21,869 6,988 14,881 113235 
55,700 15,374 40,326 39,057 


$914,232 $200,025 $714,207 $577,833 


7. Deferred charges 


s 


8. Obligations under bank 
lines of credit 


Basis or 
period of 
amortization 1975 1974 
COACH AG Ye iiee aid wok Lia tetera nah te a Orakei $ 945 $ 852 
Natural gas utilities 
Long-term, debt issti@ expense 6k unc soe dicesa ce eleweees + Ein oes 7,418 
Contribution to customers for conversion to natural gas ..... 5-20 years 928 202 
SMCClal CAstCOSts men ho ioke ey ee cae oaaices Wehr meals, 10-20 years 3,298 3,665 
Extraordinary plant retirements... 0. Pes scott e hagas 8m 10 years 907 (Rae 
Special rental appliance expense.a.o0. 25s. saree he eek vais 1313 years 560 644 
DER ies eo cce ace Paes sty ah RTE eek AAO aime Rie Cae 1,027 761 
13,842 45,205 
eee ren ha eta eS incu aie Ue Wien Mme aimee a ott 667 
t+ amortized over term of applicable issue. $15,454 $16,057 


Under currently established bank lines of credit ($219,183,000 at December 31, 1975) the following 
obligations were outstanding: 


Average % 
interest rate 


at 
December 31, 
1975 1975 1974 
Demand bank credits 
COMMMErelal Bape wie ee ok eae Rima ne cate) aay aah 93/ $23,550 $15,339 
PEOMIE CO CIEUITES cis apes ins ore Pa sioek eas ch eo UN Un are ge as 63% 20,000 10,000 
SUES Vase tes Ole Sta oe RI A ANT Rote Recreate OE ae 93/4 . 20,425 7,025 
Coleman, secured by accounts receivable ..............0 eee aoe 93/4 5.525 5,239 
3 $ 69,500 $37,603 
Term bank credits 
Norcen — procuctiom:banie loans. o. vite tert nus fe oie mace ines 10%. $ 29,492 $33,263 
se OLMCE LENE, DAK: TOONIG Ga. o cutghs a eee Oe @ ara a iaile ele Ya rank Gd 1034 43,000 
SAN KeNs CACEE DANCES y veri ne Wks Whee diel eee ee ahs 97s 50,000 
Pee eRe age Oe Ee Ue Re Or sig) alee es en gee UE Raa MERA OS RIN 10/2 1750 
124,242 33,263 
Lesscdiie Within ONE WEI \.cciais sc ewehet ae Gira eo AO Seyatys arnie area + 11,300 3,203 


$112,942 $30,060 


While demand bank credits are by their terms due within one year and therefore classified as current 
liabilities, the companies have in the past retired and anticipate in the future retiring such obligations 
through the issue of long-term capital. 


Norcen’s term bank credits are secured as to production bank loans primarily on certain of its oil and gas 
reserves, and as to other borrowings aggregating $93,000,000 by hypothecation of all outstanding shares 
of Great Plains. 

Maturities under term bank credits for each of the four years subsequent to 1976 are as follows: 


OTe aa aie apa tame sini $12,374,000 TOS clsaiy Soke iene nak avis $17,140,000 
De rae wat ctaoeisah Reis oe ada ge $17,395,000 AIO aati, tetas. Meaiarast $15,060,000 
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9. Long-term debt 


Due within 
one year 1975 1974 
Oil and gas ae 
57s % = 9%, first. mortgage bonds, 1976-19920 ea ES L637, $ 6,279 $ 11,428 
614% debentures e255. ie ae OE EE i ae: 61 
Notes and purchase agreements Joc 2a ek es ee 90 3,008 2,069 
Convertible notes:asc 2 iu sir. So IN te sees eee eee ere 2,364 2,433 
LA 2F 11,651 15,991 
Natural gas utilities 

512% - 114% first mortgage bonds, 1976 = 1995 . nc... 8. ae. 9,572 180,530 160,138 
6% general mortgage bonds, 1988-1989 |... oe, ak 375 9,883 10,260 
59/, %.senior debentures, 1991) 2 seein ee em 50,000 50,000 
6%. subordinated: notes; 1987) Coe Cee Mac Runes 6,959 7,546 
512% = 1114 %edebenturés, 1979)- 1994) We. ou ee i a 1,444 61,572 70,592 
A397 308,944 298,536 
Coal pa Sh 
12% (debentures: 1961 9 ee ee ee ae oe ee 660 660 
7 2% mortgage loans, 1981. i cw sowie i he eee elon eee 250 1,477 L727 
INterestiVee MOCG Sica iced eats Se eC eee 1,835 
EGUIDMENt NOLES Wise ee Os as eS ates Ge cine eee a ot 818 6,201 2,145 
1,068 8,338 6,367 
$14,186 328,933 320,894 

Deduct oben ee 
Long-term debt held for SINKING FUNG: DUTDOSES (20".", hc tune renee 378 245 


Current, matutrities’‘on long-term debt.) 050.2 a a a alin 13,808 13,628 
14,186 13,873 


$314,747 $307,021 


*In 1975 first mortgage bonds of $3,822,000 have been reclassified to natural gas utilities. 


Securities issued in U.S. funds are included above at their Canadian dollar equivalent at respective dates 
of issue. Translation of such issues at rates of exchange prevailing at year end would result in a reduction of 
long-term debt of $2,312,000 at December 31, 1975 and $4,078,000 at December 31, 1974. 


Convertible notes are payable to Company officers and employees, bear interest at bank prime lending 
rate plus /2 of 1% and are convertible into common shares from time to time to September 2, 1979 at 
prices of $11.79 and $12.33 per share. 


Long-term debt maturities and sinking fund requirements for each of the four years subsequent to 1976 are 
as follows: 

AGEL wi cehal ae aon Cree tear $19,541,000 TOTS he UichvnreyWicacemtnt een siete $21,895,000 

NOW wip ora shah eine Ie poe $24,546,000 ABO G53, anita Orawer ae $18,745,000 


10. Minority interests 
in subsidiaries 


11, Capital stock 
ee: 


, 
i) 


1975 1974 
Common 
Preference share 
shares equity Total Total 
Oil and gas 
PRAMS CMMROV AITIESI ah ou bys ei tate Cees ern $ 1,954 $ 1,954 $ 1,768 
Eranserrate Fipenties Me ig ae 207 207 178 
Natural gas utilities 
ING CaS nee coca Se arr Ne erase unica anim $ 7,407 7 A407 8,127 
AZ IVIL COONAN arin te es alis ca los oa ep elec eee a 13,342 9,520 22,862 22/955 
CPeateR vv MAINE? Gras ors she ke s cowtercic abe Wing 68 68 68 
Coal 


KUSLORAN ey cg ache acn Leer aaa Ona 14,935 495 2,430 2,086 


$22,684 $12,244 $34,928 $34,782 


Preference shares 


During 1975 the Company issued 4,618 series A and 1,221,332 series B first preference shares and 
1,500,000 junior preference shares in exchange, ona one for one basis, for the outstanding second 
preference and junior preference shares of NCgas. 


First preference shares, series A, are redeemable at the Company’s option at $27.50 per share and have 
voting rights. First preference shares, series B (redeemable at $26.50 per share after August 14, 1976) 
have voting rights and are convertible into 2,176,949 common shares to August 15, 1977. Junior 
preference shares are redeemable at $26.25, have voting rights and are convertible into 2,586,209 
common shares to June 30, 1977, and thereafter into 2,340,000 common shares to June 30, 1982. 


During the year the Company purchased for redemption 960 series A first preference shares and 11,915 
series B shares were converted to common. 


Common shares 


During 1975 the Company issued 13,430,682 common shares in exchange, on a one for one basis, for 
the outstanding common shares of NCgas and 5,972,119 common shares in exchange, on a seven for 
ten basis, for the outstanding common shares of CIGOL (other than those held by NCgas). On the 
conversion of the first preference shares, series B, the company issued 21,447 common shares. 


Unissued common shares are reserved as follows: 


4,763,158 forthe conversion of convertible preference shares 


1,981 for the exercise of warrants at prices increasing from $13.50 to $15.00 per common share 
and expiring in 1978 


799,325 for the exercise of warrants at $14.00 per share and expiring in 1977 


680,450 for incentive stock option plans, of which options on 30,450 shares were outstanding at 
December 31, 1975, exercisable at prices from $12.14 to $15.875 and expiring to 1978 


191,895 for the conversion of convertible notes (Note 9) 


6,436,809 


RS 


12. Anti-inflation 
legislation 


13. Dividend restrictions 


14. Other information 
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The Company and its subsidiaries are subject to the Anti-Inflation Act which provides as from October 14, 
1975 for the restraint of increases in profit margins, prices, dividends and compensation. There are many 
uncertainties as to the interpretation and application of this legislation. 


Oil and gas production and natural gas utilities are exempt from the provisions of the Act relating to profit 
margins and prices since they are regulated by other government legislation. The export sales of Coleman 
may be subject to levy, but the amount of.such levy cannot be predicted until the relevant legislation i 
introduced. 


As presently understood by the Company, the provisions of this Act have had no significant effect on the 
consolidated earnings for the year ended December 31, 1975. 


The indentures and agreements relating to the Company’s long-term debt obligations do not limit the 
payment of dividends by the Company. 


Limits on the payment of dividends by subsidiaries (primarily the natural gas utility subsidiaries) are 
contained in covenants in the indentures of such subsidiaries. 


The Company and its subsidiaries are subject to the Anti-Inflation legislation (see Note 12) which, among 
other things, controls the level of dividends. While Norcen was not formed until after the effective date 

of this legislation, the Company believes that during the first year of the guidelines ending October 13, 
1976 the maximum dividend per common share which can be declared or paid is 68¢ per common share, 
which is the equivalent of the quarterly dividend rate established by NCgas and CIGOL prior to October 
14, 1975. 


Unfunded liabilities for past service pension benefits amounted to approximately $2,669,000 at December 
31, 1975 and are being funded and expensed over a maximum period of 15 years. 


Remuneration of directors and senior officers: 8 
Prior to effective date of reorganization 1975 1974 


NGBaS edie Se oneee Wie oly pda heel a a a aes OM ecu Ae ae ere es anager $ 820 868 

CGO Aa aT ie te GE SO cea a ener ae i Nn Le Se ce ree nw isan stays em sue ni lala 497 596 
Subsequent to effective date of reorganization 

NOrCen 22 ei ie ae Re iy Oa aaa rele eect he a os VE eet Pe Na a 


U Comparative financial data 1971-1975 


(dollar amounts, except per share figures, in thousands) 


| 
| 


| 
|. 
| Revenues . 1975 1974 1973 1972 1971 
i | : ilar epson i em es aes Sea! an ae $120,590 $ 80,876 $ 58,964 $ 47,432 $ 41,271 
aS SCS et nanes GP RR ds oe cia ee ee eae S271 239,074 188,591 170,007) 2 162169 
OS 008 AA a ESR Wel ox ir OOP EWR Te LC aE 536,751 24,090 (eye 12775 427357. 
479,102 © 2344,0406° 262 950 '%.230,764 215,797 
Gas purchases, production and operations ...... 348,920 2a Oo 163,719) 2 161,195 151,344 
Depreciation and, depletion five. yee ke eal 34,527 27 12 23.181 20,010 17,863 
Lied ho) STs MAR Ei Rie ens he aaa UN te ae Mier ateay 40,019 2OVD25 26,781 24,745 25,124 
PRC OREGN TIX Si Nes ah Cats eake SenUn tis te aliats, colo br ahah 19,244 13,936 6,627 5,683 4,503 
ef NATIONS CRESUS-At pee eats o's sre tiie Gg ore Wea 2,984 Spay 2327 2,138 1,468 
445 694 315,422 242,635 2TS 7A 200,302 
Income before Oil and gas ep Since Cee Re any tan lanes 20,390 13,067 10,226 6,541 6,088 
extraordinary items CISL UID TSS sO Pele ee aah aU I a eRe 11,843 © qAg5e 210.3260 10/823 9,288 
IES ey a Se EGE Uk Be cae SEE Ce Ne aR: Oa AGAZS 1,493. { 23704 371) 119 
33,408 28,618 205315 16,993 15,495 
a Less extraordinary items (net) .............0005 6,046 1,283 
| Consolidated net income $ 27,362 pS 27 355.0 203100 os 1699s) 1,405 
ividends on preference shares ........... 00.0... 0 cece cece enn ence enees $ 4,108 (Sie 4 Gis 4007 285) 35160 . 5 =2,163 
Earnings applicable to common shares 
0 Before extraordinary. tems 260. 6 ee oo § 29,300 “Sa24 457 = S2to106". $15,633. 5 °13)352 
Including extraordinary items =... oc. 205 1 even s $ 23,254 Si2al7/ ae lO OG os 13i0es bo. Iooo2 
Weighted average number of common shares (000’s) .............0..00000% 19,397 19,391 19,276 19,060 1857.22 
r arnings per common share 
before extraordinary: (tems. ss is oc we we ws $151 $1.26 $0.84 $0.73 $0.71 
Including extraordinary items ................ $1.20 Sito $0.84 $0.73 $0.71 
ully diluted earnings per common share 
Before extraordinary items ...........ecee ees $1.36 SA kZ $0.84 $0.73 $0.71 
Including extraordinary items ................ $1.12 $1.11 $0.84 $0.73 $0.71 


Quarterly earnings per share 
a 1975 
iret QUartehi ruts ci Nie some eats \ Gana cee ae Renamer $0.77 
DEC ONG QUANG ae afaik ict betes. vin. Welter hince en sem att 0.11 
UAE RG Bee (UE 002) ea ca ccte BR Ee oa gic, ene OUR ASO PY «. 0.03 
PQILig Cera Ee ton weet areca Svs Mest whe Mie ec cles ane wear uetie created 0.60 
Yearended December, 30). 450k oo eee $1.51 


Before extraordinary 
items 


1974 


$0.81 
0.22 

(0.10) 
0.33 


$1.26 


Including extraordinary 


items 
1975 1974 
$0.76 $0.78 
0.09 0.20 
(0.26) (0.11) 
0.61 0.32 
$1.20 $1.19 
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Comparative statistical data 1971-1975 


1975 1974 1973 1972 1971 
Oil and gas Production (i) — Crude oil, synthetic crude oil 
and gas liquids — barrels/day 25,799 17143 16,671 11,622 10,604 
natural gas — Mmcf/day 177 134 128 99 93 
sulphur — long tons ~ 23,300 19,305 17,834 14,680 13,690 
Gas gathering and transmission 
sales — Mmcf/day 92 143 146 139 126 
Oil gathering and transmission 
throughput — barrels/day 81,400 98,500...110,800 .. 113,400 5 -147,600 
Liquefied petroleum gas sales — thousands 
imperial: galloris.': hee" | oe ict Beane 110,400 94,800 95,900 88,400 76,500 
Reserves (i) — oil and gas 
liquids — barrels 
(000’s) 130,655 81,298 IAD 70,216 69,733 
natural gas — Mmcf 1,152,830 ~/746,910" - 773,528 502;200=3 60s 0o 
sulphur — long tons 543,643 305,700 ~252,000 227,000. 743 ee 
Oil and gas land holdings 
— gross acres (000’s) .......... 31,590 30,038 23,381 20,066 23,409 
—netsacres: (OO0!S): ea ew. 11,873 12°345 11,984 10,966 14,223 
(i) Stated before deduction of royalties for 1975, 
1974 and 1973, and after deduction of royal- 
ties for other years. 
Natural gas utilities Gas sales — Mmcf 
Industrials Riis aes wt ace Bae iinet 104,922 102,644 90,805 84,888 73,450 
Industral interruptiple O.6 i oie 43353 45,554 48,171 41,254 49,031 
Commercial Waa We eee ene eal 43,133 °° 42200 = ° 33847. 33 G23 
Residentiale si yupitiie ar, eke ONE (snes i 49,619 49,242 45,359 48,499 43,869 
| 241,027 239,640 218,182 208,264 195,653 
Customers atiwvyear endieiiwts esac es an, 422,780 409,902 406,835 403,544 399,421 
Net expenditures on plant and equipment 
(OOS) EE DAN Ae Nae arg os gu eee tena ter uae $35,603 $36,145 $21,202 $30,027 $22,956 
Coal Production = short clean tons 2%... a dees 854,000 880,000 879,000 816,000 867,000 


Note: Figures for the utilities operations in Alberta and British Columbia are included in natural gas utilities in 1975 and in oil and gas 
in other years. 


Dividends and Since the formation of the Company on October 28, 1975, the annual rate of dividend on common shares 

market prices has been $0.68 per share, payable $0.17 quarterly. The annual rate of dividend on the First preference 
shares series A has been $1.06 per share, payable $0.265 quarterly, on the First preference shares series B 
has been $1.50 per share, payable $0.375 quarterly, and on the Junior preference shares first series has 
been $1.50 per share, payable $0.375 quarterly. 


The following table shows the sales prices of the Company’s shares on the Toronto Stock Exchange for 
the period from November 3 to December 31, 1975: 


Junior preference 


First preference First preference shares 
Common shares shares series A shares series B first series 
High Low High Low High Low High Low 
$103 $854 $25 $25 $181/2 $1556 $1878 $1558 
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Director and Senior Vice-President, 
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Senior Vice-President, Mutual Life Insurance 
Company of New York. 


William Il. M. Turner, Jr. Montreal, Quebec 
President and Chief Executive Officer, 
Consolidated-Bathurst Limited. 


William O. Twaits Toronto, Ontario 
President, Sarcalto Limited. 


*t Adam H. Zimmerman Toronto, Ontario 


Director and Executive Vice-President, 
Noranda Mines Limited. 


Officers 


Edmund C. Bovey Chairman of the Board 
C. Spencer Clark Vice-Chairman 
Edward A. Galvin 


Edward G. Battle 


Vice-Chairman 


President 


Donald D. Barkwell Vice-President, 


Natural Resources 


William C. Hennenfent Vice-President, 


Planning 


William T. Kilbourne Vice-President, 


Legal & Secretary 

Jean-]. Leroux Vice-President, 
Utilities 

Timothy G. Sheeres Vice-President, 
Finance 

Alick S. G. Duguid Treasurer 


James C. Crawford Assistant Secretary 


Laurence A. Sills Assistant Secretary 
A. Kenneth Davies Assistant Treasurer 


Mart Pedel Assistant Treasurer 


27 


INorcen 


Energy Resources Limited 


Transfer Agents and Registrars 

Common Shares, First Preference Shares 
and Junior Preference Shares 

National Trust Company, Limited 

Calgary, Toronto, Montreal, Winnipeg and 
Vancouver 

and (as agent for National Trust) 

Canada Permanent Trust Company, 
Regina 

Common Shares 

Morgan Guaranty Trust Company of 
New York, New York 


Listings 

Common Shares, First Preference Shares 
and Junior Preference Shares 

Toronto and Montreal Stock Exchanges 


Auditors 
Thorne Riddell & Co., 
Chartered Accountants 


Distribution of common shares 
December 31, 1975 
Shareholders Shares 


Province % % 

Albertareiierr cece 7.6 3.8 
BritishmGouimplan acenieeeien 12.9 53! 
Manito bamemiecianca ner mera 4.8 7.8 
New Brunswick .......... 12 4 
NOVapScO tidgees we ene ciae DS 1.4 
Ontanloe a eek eer 38.7 Bias 
QUBDER kc acanth wanton: 10.5 34.5 
Saskatcnewaleemimtae ates 2.4 oy, 
@thenGanadianm sete eee Ss 2 
Totale@anaGianmaneeeee 81.2 91.3 
Non=GanaGianiene smericiecce 18.8 8.7 
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Executive office 
4600 Toronto-Dominion Centre 
Toronto, Ontario M5K 1E5 


Registered office 

Norcen Tower 

715-5th Avenue S.W. 
Calgary, Alberta T2P 2X7 


London office 

1st Floor, Wellington House 
6/9 Upper St. Martin’s Lane 
London, England WC2H9DL 


Great Plains Development Company of 
Canada, Ltd. 

Prairie Oil Royalties Company, Ltd. 

Trans-Prairie Pipelines, Ltd. 

Norcen Tower 

715-5th Avenue S.W. 

Calgary, Alberta T2P 2X7 


Coleman Collieries Limited 
Coleman, Alberta TOK OMO 


Cigas Products Ltd. 
Norcen Tower 

715-5th Avenue S.W. 
Calgary, Alberta T2P 2X8 


Northern and Central Gas Corporation 
Limited 

245 Yorkland Boulevard 

Willowdale, Ontario M2J 1R1 


Gaz Métropolitain, inc. 
1155 Dorchester Boulevard 
Montreal, Quebec H3B 3S5 


Greater Winnipeg Gas Company 
265 Notre Dame Avenue 
Winnipeg, Manitoba R3B 1N9 


A copy of the Company’s 10-K report as filed 
with the United States Securities and Exchange 
Commission will be sent to registered share- 
holders upon written request to the Company 
Secretary. 
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